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THE AMERICAN WAY OF DISTRIBUTING 
INDUSTRIAL ACCIDENT LOSSES. 

A Criticism. 

MISS CRYSTAL EASTMAN. 

We in America have rather suddenly grown wise about 
the evils of our employers' liability situation, and about 
the superior advantages of European systems of com- 
pensation and insurance. There is probably no one here 
today who would earnestly defend our way of dealing 
with industrial accident losses. In spite of this depress- 
ing dearth of opposition, however, I shall proceed to 
demolish the "American System" with considerable en- 
thusiasm, for the sake of certain points which it seems 
to me important to bring out. 

It is generally recognized that the reduction of the 
yearly loss from industrial accidents is a grave issue in 
national economy. We are not here, though, to discuss 
the reduction of that loss, but the distribution of it, — also 
a question of national economy. It is good private econ- 
omy to make the least possible deprivation out of a loss, 
and it is good national econmy. But nations have an 
advantage over individuals in adjusting their losses, for 
a national loss can be distributed in various ways among 
the individuals who make up the nation. I would crit- 
icise our present scheme for distributing the industrial 
accident loss, first of all, on this ground of national econ- 
omy. Leaving aside for the present considerations of 
justice and practical operation, we may say with some 
confidence that the wisest national policy would be so to 
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distribute a loss that it would bear with the least possible 
hardship upon individuals. With this in mind, we turn to 
the actual present distribution of the loss through indus- 
trial accidents. 

The bulk of it falls, in the shape of lost income, upon 
the injured workmen and their families, or upon the 
dependents of those killed. In some cases the employer 
shoulders a small share of this burden by making, volun- 
tarily or under compulsion, a money compensation to the 
injured or his dependents. Thus out of 304 cases of men 
killed in industrial accidents in Allegheny County, — all 
of whom were contributing to the support of others, and 
two-thirds of whom were married, — eighty-eight of the 
families left received not one dollar of compensation, 
ninety-two families received enough to barely cover 
funeral expenses, sixty-two families received less than 
$500. In other words, 59 per cent of these families were 
left to bear the entire income loss, and only 20 per cent 
received, in compensation for the death of an income pro- 
vider, more than $500 — a sum which would approximate 
one year's income of the lowest paid of the workers killed. 

In injury cases, we find about the same situation: 

Married men .56% received no 

compensation. 

Single men, contributing to the support of others, 69% received no 

compensation. 

Single men without dependents 80% received no 

compensation. 

Looking at these figures in a different way, we find that 
for 259 injury cases the sum of income loss up to the date 
of investigation (one year or less from the time of the 
accident) was $52,509. The total compensation for these 
cases amounted to $12,000, — less than one- fourth of the 
first year's loss. The $12,000, however, is a fixed and 
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settled sum, while the $52,000 will go on increasing until 
all the men who have received serious permanent injuries 
are dead, or have reached an age at which without the 
injury they would have ceased to be income getters. 
Take, for instance, the cases of six men who were totally 
disabled for life : four of these men will walk on two 
crutches for the rest of their lives, one lost an arm and a 
leg, and one is paralyzed. Of these six men three received 
no compensation whatever, one $365, one $125, and one 
$30. The total loss of income for these men up to the 
end of their lives, according to their earnings at the time 
of injury and the mortality tables, will amount to $12,365. 
The total compensation for the six cases amounted to 
$520, — in other words 4 per cent of the loss. 

The total loss to the families of 193 married men who 
were killed, figured on the same basis (but subtracting 
$300 a year to cover maintenance of the man killed), will 
amount to $2,754,357. The total compensation made to 
these 193 families was $72,039. 

If these figures are typical, then we must conclude that 
the share of the loss borne by employers in the way of 
compensation is very small. Social workers will be quick 
to conclude that a great share of this burden must event- 
ually be borne by the community through some form of 
charity, public or private, organized or individual. On this 
point the Pittsburgh study resulted in some significant 
and rather astonishing figures. Out of 526 workmen 
killed the city had the expense of burying six. Apart 
from this, there were, out of 825 cases studied, so far as 
we could discover, only seven in which any demand had 
been made upon organized or institutional charity ; and in 
all of these seven the items of relief were very small. 
For instance, two orphan children are being cared for in 
an asylum and one blind old man whose son was killed 
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received $1.50 a month from the county for part of a 
year. 

The list of those aided by private individuals outside 
the immediate family is a little longer. Thirty-eight 
funerals were paid for by collections among friends, 
neighbors, or fellow-workmen ; nineteen families received 
other help from such private sources. These instances 
range from that of a man who was boarded for nothing 
while he was disabled to two cases of systematic begging 
as a source of income. All this private, individual aid 
comes direct from the working people. Even the two 
who beg, beg from their own class. One, a widow with 
four children, begs at the Slavic Church door; the other 
begs at the mill gate on pay day. 

Adding these two lists together we have, out of 825 
cases studied, forty-four funerals paid for by charity 
and twenty-six instances of other aid from outside the 
immediate family. 

This situation is partly explained by the fact that 149 
of the men killed left dependents in Europe, and in nine- 
teen other fatal cases the family went back to the old 
country soon after the funeral. In other words, 43 per 
cent of the fatal accidents in the Pittsburgh district leave 
a poverty problem not in America but in Europe. If 
we were discussing national morality, instead of national 
economy, we might pause to consider the ethics of this 
situation. 

This statement as to the amount of relief given must 
be further qualified by the fact that we covered the life 
of the family for only about one year after the accident. 
This thought plunges us into the region of probability 
and guess work. Undoubtedly some of these families 
will become a burden upon the public. How great the 
burden we can only surmise. Statistics cannot help us 
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here. As a last resort, I turn to personal impression and 
private opinion. Judging from the pride and self-respect 
I found among these people, the energy and resourceful- 
ness they exhibited in the first year's struggle, and from 
their generosity and family loyalty, their willingness to 
help each other, — I think that very few of them will ever 
become a burden upon American institutions of relief. 

We have seen that compensation from employers cov- 
ers an exceedingly small part of the loss, being in sixty 
per cent of the cases nothing at all. We have seen that 
the community, so far as the indications of this study go, 
bears an inconsiderable share of the loss. There are but 
three parties concerned, and it needs no further reasoning 
to show that the income loss from industrial accidents in 
the Pittsburgh district falls directly, almost wholly, and 
in all likelihood finally, upon the injured workmen and 
their dependents. 

We were speaking of national economy. Is the policy 
or lack of policy which allows such a distribution of the 
loss to continue a policy of national economy? It might 
be answered : "Why not ? You have shown us that few 
of these families become destitute, that they do not come 
back upon our poor boards, our institutions, our char- 
itable societies. Does not this prove that they are equal 
to the burden ? Why interfere ?" 

But, we do not maintain public schools in America 
because we think uneducated men will become a direct 
economic burden on the nation. We maintain them be- 
cause we know that a nation's worth in the long run is 
measured by the average intelligence and ability of its 
individuals. We must apply the same wisdom to this 
problem. If the suffering of these numberless income 
losses means hardship and unfulfilment in individual fam- 
ilies, then it means national deprivation. Does it mean 



124 American Economic Association 

hardship and un fulfilment ? For answer we will limit 
ourselves to certain figures with regard to the families of 
married men who were killed. We were able to follow 
the fortunes of 132 such families. Grown children were 
already working in some of these cases, and a fair family 
income remained even after the husband and father was 
killed. In a few instances a widow only was left and she 
was provided for by insurance. Six per cent of the 
widows left by the year's fatalities remarried. In such 
cases the loss of income meant perhaps no actual hard- 
ship. But in 59 out of the 132 cases the widow went to 
work, — cleaning offices, washing, taking boarders, keep- 
ing a store, — anything that came easy. Almost invariably 
this meant hard work, long hours, poor pay, and in most 
cases children neglected. It was the bitter unrewarding 
struggle of one person trying to do the work of two. 
Among these 132 families, twenty-two children were 
taken out of school and put to work during the year after 
the accident, fifteen of them being under sixteen. Here is 
a measurable hardship, — children deprived of the unbur- 
dened growth and education they might have had. The 
lives of many more children, as they grow to a working 
age, will be affected by the continuing absence of normal 
income. In nineteen cases the standard of living was 
lowered by a reduction in rent. One family with six 
children had lived in four rooms for which they paid $12 
a month; they were found one year after the husband 
was killed living in one room, for which they paid $4 a 
month. This is an unusual case. The average reduction 
in rent in these nineteen cases amounted to $5. 

In thirteen cases the widow took her children and went 
to live with her parents. This is but a shifting of the 
burden within the family. It means the crowding of a 
large family in small quarters. It means burdening an 
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old man with the necessity of providing for a young 
family at a time when he should be letting go of things. 

In thirty-five cases the immediate relatives helped in 
some other way, by taking a child, by giving money, etc. 
This too means hardship, because the aid is given not 
from surplus but from sacrifice. If a workingman's wife 
with six children saves something to give to her brother's 
widow left with four, it means real deprivation. If a 
workingman gives one-half of his earnings to a widowed 
sister with a family to bring up, it means sacrifice. If a 
young man about to set up a home of his own is obliged 
to keep his girl waiting because he must go back and take 
the place of a father killed, this is hardship, unfulfillment. 

Beside these reckonable hardships there were many 
small intangible indications of poverty in these families. 
Such, for instance, is an extreme economy on food and 
clothes arid recreation, the giving up of cherished pro- 
jects, the breaking up of families, etc. 

These, then, are some of the individual and family 
hardships that resulted from the loss of income in 132 
fatal accident cases. With cases of long disability from 
accident we find the same situation, except that the prob- 
lem is further complicated by having a sick man on hand 
to feed and care for, — an invalid whose recovery is de- 
layed by the very conditions of increasing poverty and 
anxiety, which his injury caused, and which his recovery 
alone can terminate. The situation of a workingman 
disabled by injury and at the same time deprived of all 
his income is somewhat analogous to the situation of a 
man confined in a debtor's prison in the old days in Eng- 
land. They said to the debtor, "In order to get out you 
must pay your debts, but in order to pay your debts you 
must get out". We say to the disabled workmen, "In 
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order to recover you must have income, but in order to 
have income you must recover". 

It is not necessary to point out that these individual 
hardships are a tax upon the community's real prosperity. 
Repeated in thousands of families throughout the coun- 
try, as they are today in America, they amount to a great 
negative force working away in dark places to undermine 
the slow-building foundations of our national welfare. 

Instead of making the least of the industrial accident 
loss, we are making the most of it. We are allowing the 
bulk of it to be borne by those least able to bear it. We 
are distributing it so that it means the greatest possible 
amount of hardship to individuals. My first criticism of 
the "American System", therefore, is that it makes out of 
what is perhaps still a necessary national loss an abso- 
lutely unnecessary amount of national deprivation. 

Are there, then, any considerations of justice which 
make it worth while for us to hold on to this system? I 
think not. In the first place, our law of master and ser- 
vant, even as modified by employers' liability statutes, can 
be proved unjust on the basis of old individualistic legal 
theory, as an unwarranted departure from the general law 
of negligence. In the second place, according to the 
broader ideas of social justice based upon modern indus- 
trial organization, injuries and deaths which occur in the 
course of work are among the costs of production, and 
should be reckoned and paid for out of the profits of the 
industry. The workman who is injured, the dependents 
of those killed, have lent their capital to the furtherance 
of an industrial enterprise; they cannot justly be left, as 
the result of an accident, without their capital and without 
anything to show for it, while the enterprise continues to 
make profits. The disabled workmen, the widows and 
orphans, are in a certain sense creditors of the industry. 
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We conclude, therefore, that our way of distributing 
these losses cannot be defended on grounds of individual 
or social justice. 

We come to the last consideration — practical operation. 
Perhaps national economy and justice would be consid- 
ered theoretical grounds. Here, however, we are on 
everyday footing. How does the system actually work? 
I need only mention the familiar and altogether undis- 
puted evils of our employers' liability law in operation : 

(A) The state is put to the cost of much fruitless 
litigation. 

(B) The money spent by employers in fighting 
suits, avoiding suits, etc., amounts to quite a 
heavy tax, and yet results in little actual com- 
pensation paid. 

(C) Almost half of this compensation received 
from employers goes for the fighting necessary 
to get it. 

(D) The compensation, when there is any, is de- 
layed while the need is immediate. 

(E) Lawyers on both sides are encouraged to dis- 
honest methods. 

(F) Misunderstanding, bitterness, and distrust be- 
tween employers and employees is fostered. 

Out of these difficulties in the actual operation of the 
system have grown such institutions as employers' lia- 
bility insurance, and what are generally known as relief 
associations. These we must consider with a view to 
finding out whether any true solution of the problem lies 
along their lines. 

Liability insurance, as is well known, is not intended to 
insure the workmen, and does not affect the distribution 
of the loss so as to relieve the workman of any of his 
burden. If anything, it makes the position of the injured 
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man more insecure, because the employer, when he has 
paid premiums to relieve himself of legal liability, very 
often feels himself relieved also of moral responsibility 
for his injured workmen. The liability company, how- 
ever, contracts to take over his legal liability only. Thus 
whatever feeling of moral responsibility existed is lost in 
the transfer. 

Furthermore, under our present laws, this kind of in- 
surance is bound to be wasteful and expensive because so 
many incalculable uncertainties enter into the risk. On 
account of the high premiums, and because it hurts their 
relations with their employees, I found the large employ- 
ers in Pittsburgh rapidly abandoning liability insurance. 
Relief associations, on the other hand, are on the increase. 
They are of every conceivable variety. We shall not con- 
sider here those of a purely voluntary character, in which 
no contract relieving the employer of liability is made. 
Such organizations, so far as I can see, do no harm and 
are of very decided benefit ; but they are giving place, in 
Pittsburgh at least, to relief associations of another type. 

A relief association is primarily an organization of 
employees for the purpose of providing benefits in case 
of injury, sickness, old age, or death. We are here con- 
cerned with these organizations merely as a means of 
insuring against accident. Many employers have organ- 
ized such associations, seeing in them a chance to accom- 
plish certain aims of their own, while at the same time 
encouraging forethought and lessening distress among 
their employees. These aims are : 

(A) To bind the employees' interest to the com- 
pany. 

(B) To weaken unionism by withdrawing em- 
ployees from its benefit schemes. 

(C) To relieve themselves of legal liability by con- 
tract. 
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The accomplishment of these objects, I hold, is of doubt- 
ful social value. 

In relief associations founded with these motives we 
find that membership is made a condition of employment 
whenever the employer is in a position of advantage in 
making the bargain. We find, also, that in the contract 
of membership there is a clause by which the member 
agrees that if he accepts benefits in case of injury he will 
relieve the employer of all legal liability in connection 
with the accident, and that he will sign a full release of 
his claims. This contract applies to the beneficiaries in 
case the member is killed. The compulsory character of 
these associations, the fact that membership is actually 
made a condition of employment, is the source of most of 
the evils inherent in them. I will briefly summarize these 
evils. 

1. The employer is freed from the deterrent effect 
of the civil law, which is wholesome so far as it goes, and 
no tax is exacted from him sufficient to take the place of 
that deterrent. In the Pennsylvania Railroad Relief As- 
sociation, for instance, the company pays the expenses of 
management and guarantees the fund, but makes no other 
contribution. Benefits are paid out of dues collected from 
members. 

2. The workman is forced, as a condition of employ- 
ment, to make a contract whereby he must in case of 
injury either lose the benefit of all the dues he has paid or 
give up his legal right to sue. Thus, practically, the 
workman gives up a future legal right by a contract in the 
making of which he has not actual freedom. 

3. Many workmen who are not able or do not care to 
carry two kinds of insurance, by being compelled to join 
a relief association, are withdrawn from the union insur- 
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ance benefit schemes, which are the strongest feature of 
many unions. 

4. Men who pay dues to a relief association upon 
which they have no claims for benefits after they leave a 
certain employment have a strong incentive to remain in 
that employment. Thus (a) the free movement of labor 
is interfered with, and (b) unions are in a second way 
weakened by this inducement not to strike. 

In short, here are serious dangers to the real freedom 
of the workers, individually and collectively — a freedom 
which it should be our constant interest to conserve and 
increase. 

Moreover, while a great deal of wastefulness and strife 
is avoided by these associations, while providence is en- 
couraged and distress in a measure relieved, nevertheless 
such associations do not very greatly affect the distribu- 
tion of income loss from industrial accidents. The bulk 
of the burden falls upon the workman just the same, 
whether he is encouraged to provide for it by previous 
small deprivations or left to meet it in his own way. But 
the establishment of such associations does tend to create 
the impression that the problem is solving itself, that the 
employer is voluntarily insuring his workmen, and that 
there is no need of legislative interference. The eyes 
of those concerned are blinded to the fact that national 
deprivation and social injustice continue to exist; thus 
legislative action is delayed. 

So far, in respect to its practical operation, I have crit- 
icised our way of distributing industrial accident losses, 
on the ground (1) that it is cumbersome, wasteful, and 
productive of strife, and (2) that the institutions which 
have come into existence as a result of these difficulties 
of operation furnish no real solution of the problem and 
contain serious dangers. 



Distributing Industrial Accident Losses 131 

What is possibly the most important consideration in 
the actual operation I have left to the last, — namely, its 
influence in preventing accidents. It is impossible to dis- 
cuss compensation for industrial accidents without touch- 
ing the question of preventing accidents. The bearing of 
one upon the other is obvious and of the greatest import- 
ance. When compulsory compensation for all accidents 
regardless of negligence is suggested, someone always 
objects that if we assure the workman compensation we 
shall increase his carelessness. I don't know anything 
about psychology, but I have an idea that this is not 
psychologically sound. A workingman's recklessness is 
not deliberate but spontaneous and impulsive, although it 
may become habitual. When he is careful it is not for 
remote reasons but because of immediate danger. It is 
not reasonable to suppose that a railroader who, when a 
coupler fails to work, is in the habit of taking his time, 
of signaling to the engineer, and of waiting for the cars 
to come together instead of going between them, would, 
under a different law, say to himself, "Well, I can make 
this thing work quickly and easily by going in between 
the cars. It's risky, but if I lose an arm I'll get some- 
thing. If the cars come together and crush me, my wife 
will get three years' wages." Certainly in the presence 
of immediate danger the preservation of life is the strong- 
est motive ; if the fear of death does not insure caution in 
the workman we cannot hope to instill it by holding over 
him the fear of poverty. Even the knowledge that his 
wife and children might suffer for his death would not 
greatly modify his instinctive attitude. 

In discouraging carelessness on the part of the em- 
ployers, however, the matter of compensation — the size 
and sureness of the penalty they must pay for the acci- 
dents — is an important factor. The employer's careless- 
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ness is usually of the deliberate variety. It is involved in 
the construction of his plant, the selection of materials, 
the engaging of foremen, the making of repairs. The act 
or omission which constitutes his carelessness is remote 
in time from the risk to life and limb. Nor is it a risk 
to his own life and limb, but to the lives and limbs of 
others with whom he has no personal relation and whom 
he has perhaps never seen. At the time when he is care- 
less he is in a position to consider the cost. Therefore the 
amount and inevitableness of the penalty put upon him 
is an exceedingly important factor in the prevention of 
those accidents which are due remotely or directly to his 
carelessness, indifference, or haste. 

In this respect our present laws can be most severely 
criticised. The penalty is so rarely and unevenly im- 
posed, the chances of escaping it are so varied and incal- 
culable, that the civil law provides little incentive to care 
in the employer. I recall four inquests, each of which de- 
scribed the death of a man in a steel mill as the result of 
a heavy load of metal falling from a crane upon him. In 
each case the load fell because a chain broke or a hook 
pulled out. In one case the crane operator testified that 
he never knew of hooks being inspected. Two other men, 
employed as car cleaners by coal companies, were crushed 
while working underneath a car which stood on a siding. 
In each of these cases another car or an engine ran in on 
the siding without warning and bumped the car that the 
cleaner was under. In one case the brakeman testified 
that it was every man's business to look out for himself. 
In the other the superintendent said that he "didn't know 
whose duty it was to warn men underneath the cars, but 
he would see that some one might do it." 

The cost of these six cases to the employers is signifi- 
cant. The men were all foreigners. One of them lived 
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seven days, costing the company $7 besides his funeral 
expenses. In the other steel-mill cases the funeral was 
the only expense to the employer, amounting to about 
$75 in each case. Deaths at the rate of $75 each are not 
going to be a matter of serious economic concern to a 
present day corporation, however they may appeal to it on 
ethical grounds. One of the coal company cases cost the 
company nothing, the funeral being met by a collection 
among friends. The man in the other case belonged to 
a relief association, and by the terms of his contract the 
employer paid $75 at his death. 

Certainly it is not sensational or extreme to say that 
more attention would be given to the inspection of chains 
and hooks, that more care would be taken to provide ade- 
quate signal systems for men working in defenceless posi- 
tions, if this sort of killing "came higher". 

We have criticised the present distribution of industrial 
accident losses on the ground that it is poor national 
economy, that the basis and underlying principle of it is 
unjust, that in actual operation it wastes and scatters re- 
sources, that the voluntary institutions which have become 
part of it do more harm than good, and that it is of little 
use in preventing accidents. 

In planning new legislation along this line, we must 
have constantly in mind these evils. We should therefore 
require of any new system which we adopt : 

1. That it make compensation for injury and death 
from industrial accidents compulsory upon employers. 
Any scheme which leaves the alternative with the em- 
ployer fails to recognize and correct the injustice of the 
present distribution. 

2. That it make this compensation uniform and defi- 
nite, and sufficient in amount (a) to shift a considerable 
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portion of the loss from the injured workman to the em- 
ployer (and thus ultimately to the public), and (b) to 
encourage the greatest care in the employer. 

3. That such compensation shall not depend upon a 
contract between employer and employed. For in such a 
contract there are dangers to the actual freedom of the 
workers, dangers against which the law cannot protect 
them. 



